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THE DEBATE ON CORPORATE PURPOSE 

ABSTRACT 

The shareholder-first mentality that would come to dominate in corporate America would take 

hold in the mid-1980s. In the era of “shareholder primacy”, corporate executives have assumed their 

job is to maximize shareholder value. The strongest legal authority that corporate managers are 

legally obligated to focus exclusively on maximizing shareholder profits comes from Delaware. 

However, calls for a more responsible capitalism have gone louder in recent years. Critics asked 

corporations to shift their purpose away from shareholder value as a means of addressing climate 

change, equity and inclusion, and other social values. 1 

In Larry Fink's 2018 letter to CEOs it was clearly stated: 

“To prosper over time, every company must not only deliver financial performance, but also 

show how it makes a positive contribution to society. Without a sense of purpose, no company, 

either public or private, can achieve its full potential. In the $1.7 trillion in active funds we 

manage, BlackRock can choose to sell the securities of a company if it is doubtful about its 

strategic direction or long-term growth”. 2 

Corporate purpose became the hot topic in corporate governance. 3 

On the legislative front, a major shift happened in August 2018 with the Accountable 

Capitalism Act, which is a proposed federal bill introduced by Senator Elizabeth Warren. It would 

require any company with revenue over $1 billion to obtain a federal corporate charter that would 

give directors a duty of "creating a general public benefit" with regard to a corporation's 

stakeholders, including shareholders, employees, and the environment, and the interests of the 

enterprise in the long-term. 4 

By the end of 2019, a number of extraordinary pronouncements signaled that corporate 

governance has reached a turning point: the US Business Roundtable (BRT) published a ‘Statement 

on the Purpose of a Corporation’. For the first time, the BRT, an organisation that represents the 

Chief Executive Officers (CEOs) of America’s largest companies, embraced the concepts of corporate 

purpose and stakeholder capitalism. 5 

                                                           
1 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
2 Larry Fink’s 2018 letter to CEOs, A new sense of purpose, BlackRock, available at: 

https://www.blackrock.com/corporate/investor-relations/2018-larry-fink-ceo-letter 
3 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
4 Lenore Palladino & Kristina Karlsson, Towards Accountable Capitalism: Remaking Corporate Law Through 

Stakeholder Governance, (2019), available at: https://corpgov.law.harvard.edu/2019/02/11/Towards-Accountable-

Capitalism-Remaking-Corporate-Law-Through-Stakeholder-Governance/ 
5 Edouard Dubois & Ali Saribas, Making Corporate Purpose Tangible - A Survey of Investor, (2020), available at: 

https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/ 

https://en.wikipedia.org/wiki/Bill_(United_States_Congress)
https://en.wikipedia.org/wiki/Corporate_charter
https://en.wikipedia.org/wiki/Stakeholder_(corporate)
https://www.blackrock.com/corporate/investor-relations/2018-larry-fink-ceo-letter
https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/
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Meanwhile, investors have focused more on how companies “create value” for the longer 

term and what their “purpose” is. They have been progressively integrating Environmental, Social 

and Governance (ESG) factors in their investment decisions while they have experienced a rise of 

inflows in their sustainable investing products. The shift in mindset and in capital allocation have 

undoubtedly put management teams in a challenging situation whereby they need to balance the 

market’s demands for financial returns while ensuring that their actions are not detrimental to the 

interests of other stakeholders.  

As the coronavirus pandemic is providing a decisive test to the sustainability claims of 

companies and investors, this crisis and its aftermath accelerate the adoption of a more stakeholder-

oriented decision-making process at companies. 

Larry Fink's annual letter to CEOs, in many ways embodies several gathering forces in 

corporate governance. These include growing interest in board diversity, environmental, social, and 

governance (“ESG”) investing and stakeholder- centric visions of the firm. Together, these changes 

suggest the possibility of sudden change in the purpose of the corporation. 6  

ESG factors appears to be the new hot topic.  

In the words of the historian Yuval Noah Harari:  

“That is the nature of emergencies. They fast-forward historical processes. Decisions that in 

normal times could take years of deliberation are passed in a matter of hours”. 7 

In this thesis, I begin by talking about the shareholder primacy that has characterized 

American companies from the 1980s to the present day. The primacy of shareholders has however 

already been questioned in unsuspected times, in the case of Dodge v. Ford Motor Co. 

I continue proposing the rise of corporate purpose, starting considering the impact of 2008 

financial crises on shareholders primacy, the discussion between short termism and long termism, 

the Larry Fink 2018 letter to CEOs that triggered the debate; so I present the initiatives of Senators 

Elizabeth Warren and Bernie Sanders as well as the take aways of various forums such as BRT, 

DAVOS manifesto and of other annual BlackRock letters that deeply discuss the corporate purpose. 

I therefore deal extensively with the corporate purpose, with the origin of the debate that 

would like to rewrite its role or maintain the staus quo.  

After that, I make an excursus on the development of corporate governance in general, and 

on the relevance that the COronaVIrus Disease 19 (COVID-19) pandemic emergency has taken in 

the debate on corporate purposes for large companies that should no longer aim only for the profit 

of their own shareholders but act as entities that have important social roles and obligations, which 

                                                           
6 Gregory H. Shill, Matthew Strand, Diversity, ESG, and Latent Board Power, (2021). 
7 Edouard Dubois & Ali Saribas, Making Corporate Purpose Tangible - A Survey of Investor, (2020), available at: 

https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/ 

https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=887547
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=3183066
https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/
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also work for the benefit of their stakeholders and in general to contribute to a green, sustainable 

and racism-free world. 

I already try to show step by step some possible formulation of corporate purpose, gradually 

understanding how important this is and how much more important it will be in the future. Here, I 

discuss the various positive and negative aspects of a possible obligation to include issues such as 

sustainability, ESG, stakeholders’ values within the corporate purpose or leave the companies free 

will in the drafting of their corporate purpose. The question I will answer is whether the companies 

that respond to common needs will still be attractive to investors. The surveys that I will propose later 

will clarify this dilemma. 

I try from time to time to make sense of this controversy by arguing that often the truth lies 

somewhere in between. Indeed, it seems correct that large corporations mediate the interests of 

shareholders with those of more general public utility, and it is acceptable to do so with a slight favor 

for the former. I am convinced that in certain circumstances, however, for example in the face of the 

current pandemic emergency, companies should take a more unbalanced role towards public utility 

to the detriment of their shareholders' profits only and if they do not do it alone there should be 

legislative tools force them to do so. 

Before concluding, having acknowledged that BlackRock's 2021 letter to investors’ deals with 

ESG issues almost omitting the debate on corporate purpose, I analyze whether these two issues are 

antithetical or complementary. 

The debate on corporate purpose before, and now the importance attributed to ESG factors, 

could however presage the possibility that these initiatives have been created with the sole purpose 

of obscuring a possible mandatory federal law that could really sanction the end of the primacy of 

shareholders, hoping however that this is not the case. 

Many companies have already done a lot, have rewritten their corporate purpose and really 

implemented the change of pace, somehow overcoming the obsession with short- term profits for their 

shareholders at all costs. Not surprisingly, they saw that the returns from the policy change were 

exciting, those who worked to increase the appeal of the brand with arguments in support of their 

stakeholders had a convergent, parallel increase in profits. Purpose-driven organizations have 

proven to be resilient, leaning into strong relationships with employees and customers to inspire 

engagement and innovation. Companies that prioritized purpose made their brands more relevant 

than ever and, in the process, deepened relationships with their customers, employees, and 

communities. 8 

                                                           
8 Corporate Purpose in an Age of Crises, (2020), available at: 

https://hbr.org/resources/pdfs/comm/salesforce/CorporatePurposeInAnAgeOfCrises.pdf 

https://hbr.org/resources/pdfs/comm/salesforce/CorporatePurposeInAnAgeOfCrises.pdf
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This effort, this change will most likely lead to a de facto revision of the concept of 

shareholders' primacy in favor of more noble, more shareable primates. 
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I. INTRODUCTION 

In Part II, I start with the shareholders primacy that has dominated the corporate market in the 

last few decades since the ‘80s.  

Over the years, calls for more responsive and responsible corporate forms have made their 

way away from raw shareholders primacy. 9 

Actually, the primacy of shareholders had already been challenged in the Dodge v. Ford Motor 

Co..  

In Part III, I deal with the rise of corporate purpose, chronologically speaking of the 2018 

letter from Larry Fink - CEO of BlackRock - on corporate purpose, the Accountable Capitalism Act, 

which is a federal bill presented by Senator Elizabeth Warren, and Senator Bernie Sanders' more 

radical proposal about introducing federal legislation that would prohibit share buybacks (and 

possibly dividends) if companies do not meet employee-specific salary and benefit levels. I also deal 

with the so-called turning point, triggered by the “Declaration on the purpose of a company” issued 

by the Business Roundtable - BRT of 2019. Larry Fink's annual letters are also considered as they 

first trigger and then contribute to the debate on corporate purpose. 10 

In Part IV, I address the fundamental issue of corporate purpose, where it appears, where it is 

in some way in competion with the so-called “Shareholders primacy” and the relationships between 

them.  

Not only are commentators demanding that corporations formally articulate a purpose, they 

are insisting that corporate purpose encompass the interests of non-shareholder stakeholders or 

society more generally. However, a striking feature of the current debate on purpose is the role leading 

Chief Executive Officers (CEOs) are playing in it, suggesting a growing recognition that purpose is 

central to how corporations create value. 11 

The debate over corporate purpose is part of a broader effort to reorient corporate decision-

making away from economic value maximization in favor of broader societal objectives, not simply 

as a choice, but as an affirmative obligation. Corporations themselves are increasingly laying claim 

to social purposes. At the extreme, some commentators suggest that corporations should be 

encouraged to make decisions that deliberately sacrifice economic value in favor of the public 

interest. These arguments run counter to the traditional view that corporations should be managed 

with the primary goal of pursuing economic value for shareholders, often referred to as shareholder 

primacy. Although commentators widely agree that “shareholder primacy” affords managers 

                                                           
9 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
10 Id. 
11 Gregory V. Milano, The Return on Purpose: Before and during a Crisis, (2020), available at: 

https://corpgov.law.harvard.edu/2020/11/09/the-return-on-purpose-before-and-during-a-crisis/ 
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substantial latitude to consider the interests of non-shareholder, a principle formalized in many areas 

of corporate law such as the business judgment rule, statutes authorizing corporations to donate 

money to charity, and, in many states, constituency statutes, the new discussion calls for corporations 

to shift their primary objective to incorporate a public purpose. Critics justify this shift by citing 

corporation’s excessive focus on short term profits, negative externalities imposed by corporations 

on non-shareholder groups, and the need to address societal problems such as wealth inequality and 

climate change. 12 

In Part V, I introduce the concept of stakeholderism as a “seed” for development in the field 

of corporate governance. After having treated the shareholders and their primacy, I also consider here 

the other stakeholders, consumers and the community in general, therefore the employees and 

suppliers. I say that one is interconnected to the other, and I stress the fact that any formulation of a 

corporate purpose must have a holistic approach towards all of them, not just shareholders-centric. 

Consumers are the first to decide the success or failure of any business, without forgetting that they 

live in a community and that their perception of a brand has a value directly proportional to its 

quarterly result. It is certain, proven, true. Therefore, the employees and suppliers, who are those who 

work and whose serenity induced by the consideration that the top management have for them, can 

also guarantee success or failure. 

Thereupon, to address growing concerns about the negative effects of corporations on their 

stakeholders, supporters of stakeholder governance (“stakeholderism”) advocate a governance model 

that encourages and relies on corporate leaders to serve the interests of stakeholders and not only 

those of shareholders. 13 

On this wave, by the end of 2019 a number of extraordinary pronouncements signaled that 

corporate governance has reached a turning point, an inflection point. In the U.K., the British 

Academy published “Principles for Purposeful Business”. In the U.S., the Business Roundtable issued 

its “Statement on the Purpose of a Corporation”. In Switzerland, the World Economic Forum 

published “The Davos Manifesto 2020”. These statements gave voice to evolving trends and 

assumptions that had been transforming corporate governance over the course of the last decade. 14 

The 2019 Business Roundtable in particular made international headlines when it replaced its 

support for shareholder primacy with the proposition that corporations be run for the benefit of all 

stakeholders – customers, employees, suppliers, communities and shareholders. 15 

                                                           
12 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
13 See Bebchuk, Lucian A. & Tallarita, Roberto, The Illusory Promise of Stakeholder Governance, 106 CORNELL L. 

REV. 1 (2020). 
14 John Wilcox & Morrow Sodali, Corporate Purpose and Culture, (2020), available at: 

https://corpgov.law.harvard.edu/2020/02/21/corporate-purpose-and-culture/ 
15 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 

https://corpgov.law.harvard.edu/2020/02/21/corporate-purpose-and-culture/
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Blackrock CEO Larry Fink has stated that: 

“Without a sense of purpose, no company, either public or private, can achieve its full 

potential.” 16 

The shift is threfore more than semantic. 17 

In Part VI, I explore the effects of reformulating the purpose of companies starting from the 

following statement: 

“Purpose is not a vague and hyperbolic promise to save the world, nor just a bolt-on 

Corporate Social Responsibility (CSR) activity, run by the Public Relation department or a 

philanthropic foundation: it is core to the business and should be at the heart of strategic 

decision-making.” 18 

Here, I considered the advantages and disadvantages of having a corporate purpose, 

wondering if having one, perhaps well structured, holistic and devoted to ESG issues, means 

overcoming the shareholders' primacy, also in consideration that in reality there is nothing mandatory. 

I believe that the mere possession of a corporate purpose, however intriguing it may be, is not 

sufficient if its contents are not pursued. 

In Part VII, taking a cue from an investor survey on the subject, I argue how important the 

corporate purpose is, especially now, in an era of crisis. For short, the outcome of a large survey 

highlights that: 

“Investors agree as 76% of them are already expecting companies to have defined their 

purpose and 93% think it is a necessary foundation to set a long-term business that creates 

value and strengthens corporate culture.” 19 

In Part VIII, I propose the 2021 annual letter that Larry Fink, CEO of Blackrock, addresses to 

investors that embodies much discussed topics recently in corporate governance. These topics address 

a diversity of board themes such as environmental, social and governance ("ESG") investment and 

stakeholder-centric company visions. Together, these problems suggest the possibility of a sudden 

change in the purpose of the company. In particular, I analyze Larry Fink's choice to speak about 

ESG issues to his investors, at the expense of the corporate purpose and various aspects in this regard. 

Before concluding, a suspicion arises in my mind: first, the debate on the corporate purpose and then 

the subsequent debate on ESG issues seem to have developed and promoted to the detriment of the 

                                                           
16 Martin Lipton, Wachtell, Lipton, Rosen & Katz, It’s time to adopt a new paradigm, (2019), available at: 

https://corpgov.law.harvard.edu/2019/02/11/its-time-to-adopt-the-new-paradigm/ 
17 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
18 How one business is putting purpose into practice, (2020), available at: https://www.sbs.ox.ac.uk/oxford-answers/how-

one-business-putting-purpose-practice 
19  Edouard Dubois & Ali Saribas, Making Corporate Purpose Tangible - A Survey of Investor, (2020), available at: 

https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/ 

https://www.sbs.ox.ac.uk/oxford-answers/how-one-business-putting-purpose-practice
https://www.sbs.ox.ac.uk/oxford-answers/how-one-business-putting-purpose-practice
https://corpgov.law.harvard.edu/2020/06/19/making-corporate-purpose-tangible-a-survey-of-investors/
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Accountable Capitalism Act, which would have been, if approved, a real and radical change. 

Borrowing a famous phrase from the novel Il Gattopardo by Giuseppe Tomasi di Lampedusa: "If we 

want nothing to change, everything must change", I therefore wonder if everything has been done to 

defend the dear, ancient and always valid shareholders primacy. 

 

II. SHAREHOLDER PRIMACY 

A. Shareholder dominance 

For the past 50 years, corporate law and policy has been misguided by Nobel Laureate Milton 

Friedman’s ex-cathedra doctrinal announcement that the sole purpose of business is to maximize 

profits for shareholders. Corporations have also been faced with technological disruption, 

globalization and the rise of China, capital markets dominated by short-term trading and focused on 

quarterly profits, and unrelenting attacks and threats by activist hedge funds. In response to these 

pressures, corporations focused primarily on increasing shareholder wealth in the short-term, at the 

expense of employees, customers, suppliers, long-term value and the local and national communities 

in which they operate. The prioritization of the wealth of shareholders at the expense of employee 

wages and retirement benefits, with a concomitant loss of the Horatio Alger dream, gave rise to the 

deepening inequality and populism that today threaten capitalism from both the left and the right. 20 

A particularly narrow version of shareholder primacy – short term share value maximization 

– is said also to have become the de facto ideology of business schools and board rooms at some point 

in the 1990s. The link drawn between shareholder primacy and short term share value maximization, 

is related to a long-standing debate over the balance of power between shareholders and managers, 

and the extent to which shareholder pressure leads to better management and capital allocation or, 

rather, to excessive focus on quarterly profits, share price and other short term measures of 

performance. 21 

Economic theory defends shareholder primacy as the most efficient operating principle, 

reasoning that, because shareholders are the residual claimants in a corporation, maximizing 

shareholder value has the effect of maximizing firm value. By contrast, the corporate social 

responsibility movement is premised on the position that economic entities have moral obligations 

and offer various rationales for these obligations. Repurposing the corporation is most frequently an 

attempt to address the argument that companies are legally required to focus exclusively or primarily 

on maximizing shareholder economic value. The extent to which existing law mandates shareholder 

primacy is contested. Indeed, it seems acceptable that the existing law does not prohibit corporate 

                                                           
20 Martin Lipton, Wachtell, Lipton, Rosen & Katz, It’s time to adopt a new paradigm, (2019), available at: 

https://corpgov.law.harvard.edu/2019/02/11/its-time-to-adopt-the-new-paradigm/ 
21  See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 102 (2021). 
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decision makers from considering and incorporating the interests of the stakeholders and society; 

corporations currently have the power to consider those interests irrespective of their articulated 

purpose. The strongest legal authority that corporate managers are legally obligated to focus 

exclusively on maximizing shareholder profits comes from Delaware. 22 

B. Dodge v. Ford Motor Co 23 

Larry Fink (CEO of BlackRock) in his January 2019 letter to CEOs declare: 

“Companies that fulfill their purpose and responsibilities to stakeholders reap rewards over 

the long-term. Companies that ignore them stumble and fail.” 24 

It is interesting to see how already in the past certain contingent factors, or enlightened people 

who are, had in any case already questioned this shareholders primacy and the relative short-term 

profits. In Dodge v. Ford Motor Co, Henry Ford in lowering the prices of his cars and raising the 

salaries of his employees while also lowering their working hours, wanted to spread the benefits of 

industrialized society to as many people as possible. He partially succeeded.  

Henry Ford did a surprising thing by increasing the wages of his employees. He gave 

$10,000,000 in profits to his employees. He raised the wage of his factory workers from $2.34 a day 

to $5.00 a day. Ford also made his working days only 8 hours. This was unheard of during this time 

as many workers worked longer than 8 hours and made a lot less. 25 

As for Dodge v. Ford Motor Co, Henry Ford has opted for a stakeholder-driven purpose with 

shared benefits among all members of the company, rather than a shareholder-based approach. The 

court prevented Henry Ford from blocking dividends, intended for shareholders, recalling that the 

corporate purpose is to generate profits for the shareholders themselves while Henry Ford wanted to 

hold the profits for the expansion. At the same time, the Court did not interfere with Ford's decision 

to lower the prices of cars making them more affordable, to raise the wages of all workers making 

them a higher paying job, and to lower their working hours. The decisions made by Henry Ford are 

                                                           
22 See Fisch, Jill E. & Davidoff Solomon, Steven, Should Corporations have a Purpose?, 99 TEX. L. REV. 110 (2021). 
23 Dodge v. Ford Motor Co., 204 Mich. 459, 170 N.W. 668, 3 A.L.R. 413 (Mich. 1919). (Facts: Defendant Corporation 

was the dominant manufacturer of cars when this case was initiated. At one point, the cars were sold for $900, but the 

price was slowly lowered to $440 – and finally, Defendant lowered the price to $360. The head of Defendant Corporation, 

Henry Ford, admitted that the price negatively affected short-term profits, but Ford defends his decision altruistically, 

saying that his ambition is to spread the benefits of the industrialized society with as many people as possible. Further, he 

contends that he has paid out substantial dividends to the shareholders ensuring that they have made a considerable profit, 

and should be happy with whatever return they get from this point forward). (Issue: The issue is whether Plaintiff 

shareholders – Dodge - can force Defendant – Ford-  to increase the cost of the product and limit the money invested into 

expansion in order to pay out a larger dividend). (Held: Plaintiffs are entitled to a more equitable-sized dividend, but the 

court will not interfere with Defendant’s business judgments regarding the price set on the manufactured products or the 

decision to expand the business. The court will not question whether the company is better off with a higher price per 

vehicle, or if the expansion is wise, because those decisions are covered under the business judgment rule). 
24 Larry Fink’s 2019 letter to CEOs, Purpose & Profit, BlackRock, available at: 

https://www.blackrock.com/corporate/investor-relations/2019-larry-fink-ceo-letter  
25 Newspaper Article, Henry Ford Gives $10,000,000 in 1914 Profits to His Employees” (2019), available at: 

https://www.thehenryford.org/collections-and-research/digital-collections/artifact/232186/. 

https://www.bloomberglaw.com/product/blaw/document/X2PPUF?utm_source=casebriefs
https://www.blackrock.com/corporate/investor-relations/2019-larry-fink-ceo-letter
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clearly oriented towards a corporate purpose that not only considers shareholders and their profits but 

also, on the contrary, sacrifices them for a common good. Henry Ford had clear ideas about what the 

corporation's principles should have been and consequently how corporate purpose should guide the 

company.  

Below are reported Ford’s vision for his corporation. 

Ford’s corporate mission/purpose is: 

“To make people’s lives better by making mobility accessible and affordable.” 26 

This mission statement focuses on moving people, which is a basic function expected in automobiles 

and the transportation sector. Such emphasis on mobility indicates the purpose of Ford’s business in 

society. As one of the biggest players in the international market, the company aims to make people’s 

transportation more effective. The following are the main components of Ford’s corporate mission 

statement: 

1. Make people’s lives better. 

2. Make mobility accessible. 

3. Make mobility affordable. 

The mission statement’s first component (To make people’s lives better) is a factor in Ford Motor 

Company’s value proposition to its target customers. For example, the company’s goals are directed 

toward improving people’s lives. To make such improvement specific, Ford’s corporate mission 

statement includes the other two components. The company’s strategic plans address accessibility 

and affordability of mobility to make people’s lives better. Thus, accessibility and affordability are 

variables in assessing Ford’s fulfillment of its value proposition. With this corporate mission 

statement, the automotive business sees its role as a contributor to the improvement of transportation 

to enhance quality of life. Considering strategic management objectives, the affordability component 

of the corporate mission statement depends on selling prices and production costs, which are linked 

to Ford’s generic strategy for competitive advantage and intensive growth strategies. 27 

As in the case of Dodge v. Ford Motor Co., it is clear that in the past having a corporate 

purpose serving not only the interests of shareholders, but also the entire society (stakeholder), was a 

fundamental tool for companies to prosper and have lasting success.  

I contend that the primacy of shareholders will be overcome by inertia; older generations of 

students were taught that the company's earnings were shareholders' earnings and nothing else had to 

be considered. With the passing of the years and with the cultural evolution and the movements for 

                                                           
26 Andrew Thompson, Ford Motor Company’s Mission Statement & Vision Statement: An Analysis, (2019), available at: 

http://panmore.com/ford-motor-company-vision-statement-mission-statement 
27 Andrew Thompson, Ford Motor Company’s Mission Statement & Vision Statement: An Analysis, (2019), available at: 

http://panmore.com/ford-motor-company-vision-statement-mission-statement 

http://panmore.com/ford-motor-company-generic-intensive-growth-strategies
http://panmore.com/ford-motor-company-vision-statement-mission-statement
http://panmore.com/ford-motor-company-vision-statement-mission-statement
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the environment, the new generations of students - and professors - have grown up with these great 

themes and expect to do their part by overcoming the primacy of shareholders for a corporate vision 

that takes care of its employees, customers, suppliers, communities and the environment in which 

they are inserted. 

 

III. THE RISE OF CORPORATE PURPOSE 

A. The impact of 2008 fiscal crisis on shareholders primacy 

After the 2008 fiscal crisis - a financial crisis marked by a liquidity crisis and a solvency crisis 

both at the level of banks and governments, and by a lack of credit for businesses. Started in July 

2007, it has its origins in the deflation of price bubbles, including the US housing bubble of the 2000s, 

and in the significant losses of financial institutions caused by the subprime crisis - the role of the 

corporation began to receive closer examination. This was fueled by, among other things, recognition 

of short termism as a cause of the fiscal crisis, a growing concern about climate change, the failure 

of wages to keep pace with inflation, and a recognition in academia that Friedman’s shareholder 

primacy, the related Chicago School theories of an efficient market (Eugene Fama), and agency cost 

(Michael Jensen and Fama) were fueling discontent and systemic imbalance. Within a few years after 

2008, many corporations and investors, and most importantly the three major index fund managers, 

publicly recognized that action is vital. 28 

In a widely acclaimed 2017 article in the Harvard Business Review, “The Error at the Heart 

of Corporate Leadership,” Harvard Business School Professors Joseph Bower and Lynn Paine 

rejected shareholder primacy and made a compelling case for director-centric stakeholder 

governance:  

“Don’t misunderstand: We are capitalists to the core. We believe that widespread 

participation in the economy through the ownership of stock in publicly traded companies is 

important to the social fabric, and that strong protections for shareholders are essential. But 

the health of the economic system depends on getting the role of shareholders right. The 

agency model’s extreme version of shareholder centricity is flawed in its assumptions, 

confused as a matter of law, and damaging in practice. A better model would recognize the 

critical role of shareholders but also take seriously the idea that corporations are independent 

entities serving multiple purposes and endowed by law with the potential to endure over time. 

And it would acknowledge accepted legal principles holding that directors and managers have 
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duties to the corporation as well as to shareholders. In other words, a better model would be 

more company centered.” 29 

A prime example to better understand the crise of shareholders primacy, is the statement by 

Larry Fink (CEO of BlackRock) in his January 2018 letter to CEOs of major corporations (with 

similar views reiterated in his 2019 letter): 30 

“Society is demanding that companies, both public and private, serve a social purpose. To 

prosper over time, every company must not only deliver financial performance, but also show 

how it makes a positive contribution to society. Companies must benefit all of their 

stakeholders, including shareholders, employees, customers, and the communities in which 

they operate.” 31 

“Stakeholders are pushing companies to wade into sensitive social and political issues – 

especially as they see governments failing to do so effectively. As divisions continue to deepen, 

companies must demonstrate their commitment to the countries, regions, and communities 

where they operate, particularly on issues central to the world’s future prosperity. Companies 

cannot solve every issue of public importance, but there are many – e.g. infrastructure to 

preparing workers for the jobs of the future – that cannot be solved without them.” 32 

B. Short termism v. Long termism 

Another major index fund manager, State Street has in its 2019 letter to board members, 

sponsored long-term investments, in clear opposition to the short-term returns - shareholder primacy 

concept: 

“Our focus in recent years has been on good governance and other practices that affect a 

company’s ability to generate positive returns for investors over the long run. Those issues 

span a variety of environmental, social and governance (ESG) topics material to sustainable 

performance. We approach these issues from the perspective of long-term investment value, 

not from a political or social agenda (aka ‘values’). This distinction is especially important 

to understand in light of growing concerns about the influence of large index managers. It is 

the focus on long-term value that drives our engagement around effective, independent board 
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https://www.blackrock.com/corporate/investor-relations/2019-larry-fink-ceo-letter 

https://www.blackrock.com/corporate/investor-relations/2018-larry-fink-ceo-letter
https://www.blackrock.com/corporate/investor-relations/2019-larry-fink-ceo-letter


 

15 

leadership; board quality, including cognitive diversity enhanced by better gender diversity; 

and environmental sustainability.” 33 

So too, Vanguard in its 2018 Annual Report: 

“In our engagements over the past year, it has been clear that more companies have a greater 

understanding and appreciation of their longest-term investors. We saw that companies and 

other market participants are coalescing around this way of thinking. And we observed that 

many themes continue to mature in the industry, with a stronger focus on long-termism, 

sustainability, and risk oversight. Our funds can hold stocks for decades, and we were pleased 

to see long-termism come to the fore and be a key part of many industry discussions. For many 

years, we have advocated for companies to focus on delivering sustainable long-term value 

for shareholders. We were gratified this past year to see more and more companies make 

strides to incorporate sustainability into their strategy, risk planning, and disclosure, with this 

objective in mind.” 34 

Corporate culture is one of the many, growing intangible value drivers that affect a company’s 

ability to execute its long-term strategy. Corporate culture, like many other intangible assets, is 

difficult to measure and manage. However, it is possible to recognize that at a time of unprecedented 

business disruptions, whether in the form of technology, climate or other shocks as per the COVID 

19 pandemic, a company’s ability to promote the attitudes and behaviors needed to navigate a much 

more challenging business terrain will be increasingly important. Studies show that intangibles such 

as corporate culture are driving a greater share of corporate value, precisely because the challenges 

of change and innovation are growing more acute. 35 

C. Accountable Capitalism Act and other initiative towards federal law on Corporation 

On the legislative front, dissatisfaction with corporations was near the top of the political 

agenda for both the left and for the right against shareholder primacy. A major shift happened in 

August 2018 with the Accountable Capitalism Act. 36 

Critiques moved against “shareholders primacy” have resulted in various policy proposals. 

Elizabeth Warren, the senior senator from Massachusetts and a 2020 Democratic Party candidate for 

president, introduced the Accountable Capitalism Act, applicable to all firms with more than $1 

billion in sales. The proposed Act would require boards to consider the interests of all stakeholders 

and not just the shareholders -including employees, customers, suppliers, investors, and the 
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communities in which the corporation operates - and require that employees elect at least 40 percent 

of the directors. 37 

Bernie Sanders, the Independent Senator from Vermont and a 2016 and 2020 Democratic 

presidential candidate, has an even more ambitious proposal for change. Companies with at least $100 

million in annual revenue, and all publicly traded companies, would be forced to transfer at least 2 

percent of their stock every year until 20 percent of the stock is held by the employees in a Democratic 

Employee Ownership Fund. The trustees of the funds would be elected by the workforce, the funds 

would not be permitted to sell the shares, with dividends passing through to employees. In addition, 

45 percent of the directors of these companies would be elected by the firm’s workers. Finally, these 

companies would be forced to obtain a federal “stakeholder” charter that would “end the practice of 

putting shareholder returns above everything and that requires corporations to conduct business in a 

way that takes into account the interests of all stakeholders.” 38 

Marco Rubio, the senior senator from Florida and a 2016 Republican Party candidate for 

president, issued a forty-page study, American Investment in the 21st Century: Project for Strong 

Labor Markets and National Development, in which he explicitly rejected “shareholder primacy 

theory”: 

“The argument of this section is that shareholder primacy theory presents an externality 

problem to the sustainability of the private enterprise system. Productive business firms are 

valuable to the U.S. to an extent far beyond their net present value to shareholders. Working 

properly, they are the centers of economic output upon which functioning markets depend, 

steady and constant workplaces for the American people, and the holders of tremendous 

institutional knowledge. It is in capital investment that these factors of production are 

combined together. The U.S. has historically had and expected a level of business investment 

in fixed assets that cannot be adequately explained by shareholder primacy theory. 

Shareholder primary theory provides a framework to reduce or ignore the longer-term, 

economy-and-societywide negative externalities that result, by placing them outside the realm 

of business decisions. These externalities in turn threaten the long-term health of the economy 

and even the individual businesses in question.” 39 

Although the passage of such bills in the United States currently seems highly unlikely, their 

introduction serves as a warning that legislative solutions could be imposed over time if the issues of 

sustainability and stakeholder interests are not adequately addressed by the private sector. It must be 
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recognized that employee and public discontent lead to populism, and populism may well lead to state 

corporatism. 40 

D. BlackRock Annual letters, Business Roundtable - BRT, DAVOS manifesto 

The current debate on corporate pupose can usefully be dated to BlackRock CEO Larry Fink’s 

January 2018 letter to CEOs - BlackRock is one of the largest asset management firms, helping 

individuals, brokers and institutions create a better financial future - in which he called for companies 

to articulate and pursue a “purpose”:  

“Without a sense of purpose, no company, either public or private, can achieve its full 

potential. It will ultimately lose the license to operate from key stakeholders. It will succumb 

to short-term pressures to distribute earnings, and, in the process, sacrifice investments in 

employee development, innovation, and capital expenditures that are necessary for long-term 

growth. It will remain exposed to activist campaigns that articulate a clearer goal, even if that 

goal serves only the shortest and narrowest of objectives. And ultimately, that company will 

provide subpar returns to the investors who depend on it to finance their retirement, home 

purchases, or higher education.” 41 

In the 2019 letter, Larry Fink articulates that profit and business purpose are not antithetical 

but complementary: 

“Purpose and profit, an inextricable link: every company needs a framework to navigate and 

it must begin with a clear embodiment of company’s purpose in the business model and 

corporate strategy. Purpose is not a mere tagline or marketing campaign; it is a company’s 

fundamental reason for being – what it does every day to create value for its stakeholders. 

Purpose is not the sole pursuit of profits but the animating force for achieving them. Profits 

are in no way inconsistent with purpose – in fact, profits and purpose are inextricably linked. 

Profits are essential if a company is to effectively serve all of its stakeholders over time – not 

only shareholders, but also employees, customers, and communities. Similarly, when a 

company truly understands and expresses its purpose, it functions with the focus and strategic 

discipline that drive long-term profitability. Purpose unifies management, employees, and 

communities. It drives ethical behavior and creates an essential check on actions that go 

against the best interests of stakeholders. Purpose guides culture, provides a framework for 

consistent decision-making, and, ultimately, helps sustain long-term financial returns for the 

shareholders of companies.” 42 
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In August 2019, the Business Roundtable, an organization of chief executive officers (CEOs) 

of America’s leading companies, issued a “Statement on the Purpose of a Corporation.” This 

statement, signed by 181 CEO members, set forth a broad and inclusive conception of the corporate 

purpose:  

“While each of our individual companies serves its own corporate purpose, we share a 

fundamental commitment to all of our stakeholders. We commit to:  

 Delivering value to our customers. We will further the tradition of American companies 

leading the way in meeting or exceeding customer expectations.  

 Investing in our employees. This starts with compensating them fairly and providing 

important benefits. It also includes supporting them through training and education that 

help develop new skills for a rapidly changing world. We foster diversity and inclusion, 

dignity and respect.  

 Dealing fairly and ethically with our suppliers. We are dedicated to serving as good 

partners to the other companies, large and small, that help us meet our missions.  

 Supporting the communities in which we work. We respect the people in our communities 

and protect the environment by embracing sustainable practices across our businesses.  

 Generating long-term value for shareholders, who provide the capital that allows 

companies to invest, grow and innovate. We are committed to transparency and effective 

engagement with shareholders. 

Each of our stakeholders is essential. We commit to deliver value to all of them, for the future 

success of our companies, our communities and our country.” 43 

By contrast, the 2018 Business Roundtable statement omits any statement on the relative 

importance or primacy of any of the various stakeholders.  

The 2019 BRT Declaration is to be considered the most innovative and important on corporate 

purpose, it is a clear commitment from its signatories (CEOs of 181 major corporations) to lead their 

companies for the benefit of all stakeholders: customers, employees, suppliers, communities, and 

shareholders. Many comments on the BRT statement are summarized below. 44 

Professor Dalia T. Mitchell at the George Washington University Law School stated: 

“The Business Roundtable’s recent statement simply affirms that decisions about a 

corporation’s purpose, like any other business matter, are in the discretion of corporate 
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directors and executives. The latter have defined and will continue to define the role and 

purpose of corporations in our society.” 45 

Michael W. Peregrine, a partner at the law firm of McDermott Will & Emery stated: 

 “First, the Statement is not law. Second, the Statement provides no detail on how the 

Roundtable would expect corporations and their boards to implement its suggestions. Third, 

the Statement does not acknowledge the possibility that many corporations are already 

engaged with some or all of these suggestions. Fourth, the Statement creates substantial 

uncertainty about the standards to which directors would be held in implementing its 

elements.” 46 

Klaus Schwab - founder and Executive Chairman of the World Economic Forum (the group 

that holds a high-profile annual meeting of international business and political leaders in Davos, 

Switzerland), issued the “Davos Manifesto 2020:  

“The Universal Purpose of a Company in the Fourth Industrial Revolution” in which he stated 

that: The purpose of a company is to engage all its stakeholders in shared and sustained value 

creation. In creating such value, a company serves not only its shareholders, but all its 

stakeholders – employees, customers, suppliers, local communities and society at large. The 

best way to understand and harmonize the divergent interests of all stakeholders is through a 

shared commitment to policies and decisions that strengthen the long-term prosperity of a 

company.” 47 

A Wall Street Journal editorial posits that the corporate CEOs that signed onto the Business 

Roundtable’s (BRT) updated Statement of Purpose of a Corporation, appear to have done so primarily 

to generate positive Public Relation rather than to reflect real change in how their companies operate, 

based on the fact that few signatory CEOs sought or obtained board approval or ratification. 48 

The conclusion rests on the theory that if CEOs believed that signing onto the updated 

statement was an “important corporate decision,” they would not have signed on without their board’s 

approval as a matter of good corporate governance. The assertion that few signatory CEOs sought or 

obtained board approval or ratification is based on responses to the authors’ inquiries from 48 

companies, or approximately 27% of all CEO signatories, and the authors’ extrapolated expectation 
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that the balance of companies that did not respond to their inquiry would have responded similarly. 

49 

Having conceded that a corporation should be managed for the benefit of all its stakeholders, 

without primacy owed to any, the BRT may be conceding its strongest argument against mandatory 

legislation. 50 

The declaration by BRT members could therefore have been promulgated for the sole purpose 

of avoiding that the federal law one day dictates that all companies must be managed for the benefit 

of all its stakeholders, effectively declaring the end of the primacy of shareholders. Therefore, it seems 

to be only a defensive statement, not a true spontaneous and heartfelt positive attitude. Therefore, the 

suspicion arises that this declaration was made to remove the specter of the Accountable Capitalism 

Act and of the other initiative towards federal law on Corporation. I think it is possible, but if this is 

really the case, the words released by the BRT CEO members cannot be ignored or disavowed by 

them anyway. The BRT initiative considers the change of pace in respect of the human race and the 

land that hosts us. I consider it a due declaration, I am surprised that we had to wait until 2019. 

On January 14, 2020, the aforementioned BlackRock Chairman and Chief Executive Larry 

Fink published his annual letter to corporate CEOs. That year’s letter, entitled “A Fundamental 

Reshaping of Finance,” is clearly intended as a wake-up call for both corporations and institutional 

investors. It explains what sustainability and corporate purpose mean to BlackRock and predicts that 

a tectonic governance shift will lead to “a fundamental reshaping of finance.” 51 

“We have witnessed a number of financial crises and challenges – the inflation spikes of the 

1970s and early 1980s, in the broad scheme of things, short-term in nature. Climate change 

is different. Even if only a fraction of the projected impacts is realized, this is a much more 

structural, long-term crisis. And in the future, greater transparency on questions of 

sustainability will be a persistently important component of every company’s ability to attract 

capital. Companies must be deliberate and committed to embracing purpose and serving all 

stakeholders –shareholders, customers, employees, and the communities where you operate. 

In doing so, companies will enjoy greater long-term prosperity, as will investors, workers, 

and society as a whole.” 52 
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Sustainability and ESG factors appear in the same Larry Fink’s 2020 letter to acquire 

importance, corporate purpose is still a priority but the emphasis dedicated seems to diminish a bit. 

“Climate change has become a defining factor in companies’ long-term prospects. Millions 

of people took to the streets to demand action on climate change, many of them emphasized 

the significant and lasting impact that it will have on economic growth and prosperity – a risk 

that markets to date have been slower to reflect. But awareness is rapidly changing, and I 

believe we are on the edge of a fundamental reshaping of finance.” 53 

Again, in Larry Fink's 2021 letter, the purpose is still there, but ESG factors are widely 

considered, especially environmental and social issues, which seems to water a little bit more the 

debate on corporate purpose. The COVID 19 pandemic has obviously done their part.  

“In 2018, I wrote urging every company to articulate its purpose and how it benefits all 

stakeholders, including shareholders, employees, customers, and the communities in which 

they operate. It is clear that being connected to stakeholders—establishing trust with them 

and acting with purpose—enables a company to understand and respond to the changes 

happening in the world. Companies ignore stakeholders at their peril—companies that do not 

earn this trust will find it harder and harder to attract customers and talent, especially as 

young people increasingly expect companies to reflect their values. Over the course of 2020, 

we have seen how purposeful companies, with better environmental, social, and governance 

(ESG) profiles, have outperformed their peers. During 2020, 81% of a globally-representative 

selection of sustainable indexes outperformed their parent benchmarks. This outperformance 

was even more pronounced during the first quarter downturn, another instance of sustainable 

funds’ resilience that we have seen in prior downturns. And the broader array of sustainable 

investment options will continue to drive investor interest in these funds, as we have seen in 

2020.” 54 

The emphasis given to ESG issues highlighting the growing success of ETF investments, the 

Larry Fink's focus on ESG in his latest letters to CEOs, seems to have shifted the previously reserved 

interest in the corporate purpose to the benefit of the aforementioned ESG criteria. These ESG issues 

initially appear to be priorities and to be considered as essential factors to be included in any corporate 

purpose. In the years 2020 and 2021 they appear to have acquired a life of their own. However, I am 

convinced that ESG and corporate purpose factors are not disjoint or in antithesis, quite the contrary. 
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The rise of interest in ESG issues and the relationship between corporate purpose and ESG will be 

better addressed in Chapter VIII. 

ESG issues are growing strongly in tandem with the pandemic and EFT investments and seem 

to have watered the debate on corporate purpose which in turn appears to have watered the "radical" 

initiatives of Senators Warren and Sanders. Is this the truth? I really hope not. 

 

IV. CORPORATE PURPOSE 

A. The Purpose requirement in the Modern Charter 

Today most corporate charters contain a generic statement that the purpose of the corporation 

is to engage in any lawful activity. The DowDuPont charter illustrates the typical formulation:  

“The purpose of the Company is to engage in any lawful act or activity for which a 

corporation may now or hereafter be organized under the General Corporation Law of the 

State of Delaware.” 55 

Few corporations have sought to implement legally binding constraints through charter 

provisions. The alternative – non-charter statements of corporate purpose and mission – are largely 

vague and aspirational. Some purpose provisions are more expansive. 56 

Companies often issue high-level statements of purpose. Typically, these statements are 

aspirational, simply descriptive, or a declaration, given the activity of the business, of common sense. 

Take the example of Walmart and Citigroup: 

“[We] save people money and help them live better.” “[We] responsibly provide financial 

services that enable growth and economic progress.” 57 

Little evidence that the contemporary effort to repurpose the corporation contemplates 

amending corporate charters are recorded. 58 

In this regard, a vague or too ambitious corporate purpose could result misleading towards 

investors. On the contrary, a realistic and well-written corporate purpose could be appreciated and 

shared by investors and other stakeholders. However, the boundary between fiction and reality is not 

as obvious as one thinks. 

B. Relationship between Corporate Purpose and Shareholder value 

Over the last several years, the question of “corporate purpose” and “shareholder primacy” 

have become prominent issues in the public debate. Martin Lipton, a distinguished corporate 

counselor, has attacked “shareholder primacy” in a series of memos and articles. Colin Mayer, a 
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distinguished Oxford finance economist and the former dean of the Oxford Said School of Business, 

has attacked it in two very prominent books, “Prosperity” (2019) and “Firm Commitment” (2013). 

At the same time, “shareholder primacy” has been attacked as inconsistent with an appropriate 

response by firms to the threat of climate change, as well as by those who believe that employees 

have lost out from the wealth gains of the last twenty years. 59 

The concept of shareholder primacy centric, however, could have been fine in the 1990s, when 

pressures towards greening, environmental protection and the zero-impact economy were not as 

central as they are now. The declarations of corporate purpose made by the various managing 

directors in support of the aforementioned issues, not followed by effective actions in favor of all the 

stakeholders, no longer appear acceptable, not even, and this is the real novelty, by the shareholders 

themselves. For example, Amazon founder Jeff Bezos is known to have left the helm of his billionaire 

company to pursue philanthropic projects; one of these concerns the construction of affordable 

housing for workers. Stakeholderism has therefore infected him too. Moreover, Amazon itself has 

started the project to electrify the entire distribution network, becoming a priority for the e-commerce 

giant.  

For short, shareholder primacy is not the enemy of the repurposing of business. Professor Alex 

Edmans, Professor at London Business School argues that:  

“While business reformers have argued that purpose can only become a reality if shareholder 

primacy is challenged, investors are not the enemy but partners in the repurposing of 

business.” Professor Edmans points to the rigorous evidence that “shareholder engagement 

doesn’t simply change the division of the pie, extracting profit at the expense of society, but 

instead grows the pie, making companies more productive and innovative, benefiting both 

shareholders and stakeholders alike.” 60 

Hard not to agree with him. 

In the BlackRock CEO Larry Fink’s January 2020 letter to CEOs, he wrote: 

“The importance of serving stakeholders and embracing purpose is becoming increasingly 

central to the way that companies understand their role in society. A company cannot achieve 

long-term profits without embracing purpose and considering the needs of a broad range of 

stakeholders. A pharmaceutical company that hikes prices ruthlessly, a mining company that 

shortchanges safety, a bank that fails to respect its clients – these companies may maximize 

returns in the short term. But, as we have seen again and again, these actions that damage 
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society will catch up with a company and destroy shareholder value. By contrast, a strong 

sense of purpose and a commitment to stakeholders helps a company connect more deeply to 

its customers and adjust to the changing demands of society. Ultimately, purpose is the engine 

of long-term profitability.” 61 

Stockholders are heterogeneous and many prefer social responsibility. Many shareholders 

desire the companies they invest in to act in socially responsible ways. They should have outlets for 

their investment preferences. Various meta-studies reveal that companies so acting do not suffer 

financially. 62 

The survey presented in Chapter VII clearly identifies the relationship between corporate 

purpose and shareholder. It was found that brands with a high purpose score performed better 

financially and were more appreciated by the market and that the outperformance of high purpose 

brands expanded during times of crisis. A realistic, clear definition of purpose, a shared vision, leads 

to an evolution of the corporation, to a long-term growth of profits, therefore to the growth of profits 

for the shareholders. 

 

V. DEVELOPMENT IN CORPORATE GOVERNANCE 

The role of the corporation in society is under review. The paradigm that corporations are run 

solely in the interests of shareholders, which has defined a generation of management practice, is 

being contested. 63 

The 2019 Business Roundtable made waves by pivoting away from shareholder centrism in 

its “redefinition” of corporate purpose. Directors, officers, institutional investors, and others have 

been buffeted by a new enthusiasm for Socially Responsible Investing (SRI), Social Impact, and 

Enviromental, Social and Governance (ESG) investing. Business Lab and a growing cadre of 

academics, public intellectuals, and legislators have generated interest in bespoke organizations 

capable of fostering social enterprise. Taken in whole, these developments have fed bold predictions 

of a generational shift toward prosocial preferences amongst investors and entrepreneurs. At the 

center of these developments has been renewed debate over how corporate purpose should be 

understood at large and defined at law. Some U.S. scholars have advocated for a reevaluation of the 

“law of corporate purpose” for conventional corporations. Others, believing that that the law has been 
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settled in favor of shareholder primacy, champion other options, including the promulgation of 

enabling legislation for benefit corporations. 64 

A. Stakeholder governance: Stakeholderism 

In the BlackRock CEO Larry Fink’s January 2021 letter to CEOs, Larry Fink, with regard to 

stakeholderism is possible to read:  

“The more company can show its purpose in delivering value to its customers, its employees, 

and its communities, the better able it will be to compete and deliver long-term, durable profits 

for shareholders.” 65 

“I cannot recall a time where it has been more important for companies to respond to the 

needs of their stakeholders. We are at a moment of tremendous economic pain. We are also 

at a historic crossroads on the path to racial justice—one that cannot be solved without 

leadership from companies. A company that does not seek to benefit from the full spectrum of 

human talent is weaker for it—less likely to hire the best talent, less likely to reflect the needs 

of its customers and the communities where it operates, and less likely to outperform.” 66 

Although the limited basis for treating "shareholder primacy" as a legal mandate is 

highlighted, an explicit revision of corporate purpose – to include other stakeholders (customers, 

employees, suppliers, and communities) – is the proposed solution, and it is a solution that is gathering 

momentum. 67 

At the center of a fundamental and heated debate about the purpose that corporations should 

serve, an increasingly influential stakeholder governance, “stakeholderism”, view advocates giving 

corporate leaders the discretionary power to serve all stakeholders and not just shareholders. 

Supporters of stakeholderism argue that its application would address growing concerns about the 

impact of corporations on society and the environment. By contrast, critics of stakeholderism object 

that corporate leaders should not be expected to use expanded discretion to benefit stakeholders. 68 

Should corporate leaders manage their business for all their stakeholders, or should 

shareholders’ interests come first? Two leading academics took opposing views – but both agreed 

that it is important to protect stakeholders. Lucian Bebchuk - Harvard Law School Program on 

Corporate Governance - argued that “stakeholderism” should not be benefit stakeholders and in fact 

would be counterproductive, making corporate leaders less accountable and chilling real stakeholder-
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protecting reforms. Colin Peter Mayer - Peter Moores Professor of Management Studies, Saïd 

Business School, University of Oxford Professorial Fellow and Sub-Warden of Wadham College, 

Oxford - backed a model promoting corporate purposes that produce profitable solutions to the 

problems of people and planet, and do not profit for producing problems for either. According to 

Bebchuk, managers should focus on serving long-term shareholder value but do so subject to "very 

substantial constraints and regulations that would make them internalise externalities." With respect 

to the risk of climate change, he said, relying on corporate leaders using their discretion to contribute 

materially to saving the planet would undermine rather than advance meaningful efforts to do so. 

Opposing, Mayer said that companies, which promote the interests of stakeholders, deliver superior 

performance - through, for example, motivating employees - in a way in whch shareholder driven 

companies do not. 69 

As corporate boards have increasingly embraced broad stakeholder governance and 

sustainable value creation in confronting today’s urgent environmental and social challenges, some 

critics have sown confusion by claiming that stakeholder governance stands at odds with a duty to 

promote shareholder value. For these critics of stakeholder governance, pitting shareholders against 

other stakeholders offers the misleading allure of an existential conflict, one that requires directors to 

choose between values for one versus the other. Delaware law nowhere demands that choice—and 

opponents of stakeholder governance know it. 70 

Many have ceased to believe in the possibility of legislation to address societal issues such as 

climate change, redistribution, stagnant wages, etc. At the same time, radical legislative solutions are 

being considered– such as those cited by Senators Warren and Sanders, even though they donot have 

much chance of being enacted at present. The combination of frustration with legislative inaction and 

fear of radical future regulation has brought forth a plethora of ideas that can be implemented through 

private sector initiatives. These include Lipton’s “New Paradigm,” the Davos Manifesto, and 

“Commonsense Corporate Governance Principles,” as well as new groups that are trying to forge a 

new consensus such as the “Investor Stewardship Group” and “Coalition for Inclusive Capitalism.” 

The various efforts to bring greater attention to ESG matters in the boardroom, including a board 

level focus on climate change, diversity and human capital, are of a piece with the effort to converge 

on a more sustainable system. 71 
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Among the many initiatives, it is not possible not to mention that of the British Academy 

which commissioned a study to create a painting for "The Future of the Corporation". The project is 

led by Professor Colin Mayer of the University of Oxford Saïd Business School, who presents a 

carefully considered reinterpretation of the nature of the corporation that focuses on corporate 

purpose, its alignment with social purpose, the trustworthiness of companies, and the role of corporate 

culture in promoting purpose and trust. This view of the corporation rejects shareholder primacy as 

the corporation’s sole goal: 

“Corporate purpose is distinct from the consequential implications for the corporation’s 

profitability and shareholder returns. The purpose of corporations is not to produce profits. 

The purpose of corporations is to produce profitable solutions for the problems of people and 

planet. In the process, it produces profits, but profits are not per se the purpose of 

corporations.” 72 

Professor Mayer believes this view of the corporation of the future will make capitalism 

sustainable and should be implemented by establishing a regulatory system that would promote an 

alignment of corporate conduct with social purposes and ensure that companies’ ownership, 

governance, and measurement and incentive systems are appropriate for these purposes. 73 

Given the great interests at stake, it is hoped that the good intentions for the benefit of all 

stakeholders and ESG aspects in general by the CEOs and shareholders are true, genuine. There is a 

suspicion that this innovative concept, called "stakeolderism", currently voluntary, actually underlies 

the fear that the repurposing of corporations, substantially against the primacy of shareholders, could 

be imposed by law. There is a temptation to impose everything by law. I argue here that it will not be 

necessary to pass all this by law; year after year and the evolution of the market will benefit companies 

that have social and green issues at heart, relying over time on motivated employees and loyal 

consumers; long-term profits at that point will reward them.  

B. Consumers and Communities expectations: driving purpose 

Among the stakeholders, consumers and communities in general, both with their expectations, 

have a more important role than one might think.  

“In this era of radical transparency, consumers are voicing their opinions, values and beliefs, 

scrutinizing the actions of organizations and their leadership, and holding them accountable. 

They can see through inauthenticity and won’t tolerate it,” said Kevin Quiring, managing 

director, Accenture Strategy. “Consumers’ voices can change the financial trajectory of 

companies. They are more than buyers – they are active stakeholders who are investing their 
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time and attention and want to feel a sense of shared purpose. The winners in this era will not 

be passive bystanders.” 74 

The interaction of consumer engagement with the corporate purpose is a key dimension that 

has been examined; in particular, it has been assessed how the COVID crisis has influenced the 

preferences of Consumers for purpose-oriented brands. Consumers today are so attentive to the 

environmental impact that they are willing to pay more for a product from companies known for their 

respect for the environment and policies in favor of their workers. I myself prefer to buy pro-clima 

pro-environment pro-green products regardless of the price. 

C. Employees, Suppliers: The Human workers 

All Stakeholders should be treated with dignity. Human workers are not simply one-

dimensional “inputs” into the productive process, as economics terminology so coldly describes them. 

They are humans with needs, hopes, fears, expectations, and goals (for themselves and their loved 

ones). Many business leaders provide employees with protection and benefits exceeding those 

mandated by law and treat their workers with compassion, respect, and dignity. Some do so not from 

a utilitarian calculus that generosity will pay off, but for moral or religious reasons. Business leaders 

should not be limited to doing well only when rationally related to the end of shareholder wealth. 

Workers and other stakeholders should be humanely treated by those with power over them because 

doing so is good in and of itself, even if detrimental to profits. 75 

Studies have found a significant association between a company's purpose and its performance 

financial performance, as they exhibit higher rates of employee productivity, growth, and retention. 

While key stakeholders tend to include customers, employees and communities, COVID has revealed 

a spotlight on company engagement with its suppliers. In a rare effort to focus on the sustainability 

of their suppliers throughout the pandemic, several companies proactively took action to support their 

suppliers by ensuring they are paid on an immediate basis in order to provide liquidity, and by 

shortening scheduled payment terms. Other examples included paying suppliers in advance of 

delivery or in some instances, refunding them in full. 76 

Without employees and suppliers, nothing could be produced and then sold. The same 

companies without a workforce would have no reason to exist. A world made up only of those who 

decide and no one who executes would not work. A focus on workers and suppliers should therefore 

be by default. On this aspect, I am an advocate of the minimum wage to avoid exploitation and 
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guarantee the dignity of everyone. In many states, the minimum wage is a reality, in many other states 

this is not required by law, which allows large multinationals to exploit their human assets and even 

exploit child labor.  

 

VI. DEFINING CORPORATE PURPOSE 

A. Assembling a statement of Corporate Purpose 

The immediate practical challenge facing companies and boards is how to assemble a 

statement of corporate purpose. 77 

1. One size fit all? 

Martin Lipton, Steven A. Rosenblum, and William Savitt - members of the forum of on the 

corporate governance at Harward Law School, suggested a standardized approach, essentially one 

declaration of corporate purpose that can fit for all corporates, stating as follow: 

“The purpose of a corporation is to conduct a lawful, ethical, profitable and sustainable 

business in order to ensure its success and grow its value over the long term. This requires 

consideration of all the stakeholders that are critical to its success (shareholders, employees, 

customers, suppliers and communities), as determined by the corporation and its board of 

directors using their business judgment and with regular engagement with shareholders, who 

are essential partners in supporting the corporation’s pursuit of its purpose. Fulfilling 

purpose in such manner is fully consistent with the fiduciary duties of the board of directors 

and the stewardship obligations of shareholders.” 78 

They add that this statement of corporate purpose is broad enough to apply to every business 

entity, but at the same time supplies clear guideposts for action and engagement. The basic objective 

of sustainable profitability recognizes that the purpose of for-profit corporations includes creation of 

value for investors. The requirement of lawful and ethical conduct ensures generally recognized 

standards of corporate social compliance. 79 

Going further, the broader mandate to consider all corporate stakeholders, including 

communities, is not limited to local communities, but comprises society and the economy at large and 

directs boards to exercise their business judgment within the scope of this broader responsibility. The 

requirement of regular shareholder engagement acknowledges accountability to investors, but also 
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the shared responsibility of shareholders for responsible long-term corporate stewardship. Fulfilling 

this purpose will require different approaches for each corporation depending on its industry, history, 

regulatory environment, governance and other factors. So, one broad corporate purpose statement 

drafted for all stakeholders can fit for all? Can at the end this broad corporate purpose statement 

eliminates Chevron’s carbon footprint or make Philip Morris’s manufacture of cigarettes healthy? 80 

I say no.  

Different companies do pursue different purposes because they provide different types of 

goods and services, their main goal. On the other hand, a valid corporate purpose must in any case 

provide clear guidelines for the action and commitment of the company. 81 

2. What should it say? What form should it take?   

A standardized approach seems not to be the best way to answer these questions.  

Defining corporate purpose is not a compliance exercise. It does not lend itself to 

benchmarking. One size cannot fit all. No two companies have the same stakeholders, ESG policies, 

risk profile, value drivers, competitive position, culture, developmental history, strategic goals. These 

topics are endogenous and unique to individual companies. Collecting information and assembling 

all the elements that play a role in corporate purpose requires a deep dive into the inner workings of 

the company. It has to be a collaborative effort that reaches across different levels, departments and 

operations within the company. The goal of these efforts is to produce a customized, holistic business 

profile. 82 

It is also worth considering other approaches between standardized and non-standardized for 

the definition of corporate purpose with an eye to the issue of sustainability: 

 Hermes EOS and Bob Eccles published a “Statement of Purpose Guidance Document” in 

August 2019. It envisions “a simple one-page declaration, issued by the company’s board 

of directors, which clearly articulates the company’s purpose and how to harmonize 

commercial success with social accountability and responsibility. 83 

 CECP (Chief Executives for Corporate Purpose) has for 20 years been monitoring and 

scoring “best practices of companies leading in Corporate”. Many of CECP’s best 

practices take the form of short mission statements that do not necessarily include specific 

content relating to ESG issues or stakeholders. However, CECP is fully aware that times 
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are changing. Its most recent publication, Investing in Society, acknowledges that the 

“stakeholder sea change in 2019 has redefined corporate purpose. 84 

I share a non-standardized approach.  

Each company can thus express its corporate purpose in the way that best represents it, 

including its strengths, objectives and vision. On the other hand, a standardized approach would clip 

the wings of many companies by making company profiles similar without leaving room for 

individual creativity. However, the obligation remains to provide clear guidelines for the action and 

commitment of the company. 85 

B. Corporate Purpose formulation 

For companies such as the family-owned Everards brewery, a deep reflection on their 

corporate purpose – why they exist rather than simply what they do – can generate innovative and 

inspiring new products and strategies, strengthened relationships with all of their stakeholders, and 

improved and sustainable performance. Most successful companies know this instinctively, but the 

past 50 years of shareholder primacy may have affected this balance. 86 

It can take courage to make purpose-driven decisions that could have a negative impact on 

sales or profitability, such as when US pharmacy chain CVS made the decision to stop selling 

cigarettes in its stores or when Mars Food advised customers to consume some of their ready-made 

sauces only once a week. In essence, the corporate purpose of any company, in making products and 

providing services for the benefit of customers and communities, should reflect the company's 

willingness to also take care of its employees and the environment thereby improving the well-being 

of its local communities and of the company, in general in which it operates. In addition, if the 

company does what it promises or undertakes to do, profits will derive from it, but profits will come 

at the end of a long process driven by a strong sense of values, not just by shareholder value. 87 

C. Corporate Purpose, Pros & Cons 

The purpose is the engine of the company, it is the purpose / vision / mission that the company 

wants to achieve, and it is often guided by ethical responsibility towards stakeholders and the 

environment. Many pronouncements have brought to the fore the importance of focusing on corporate 

purpose, others have highlighted the limits of its real value. 88 
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1. For Corporate Purpose 

As mentioned, the debate on corporate purpose starts with Larry Fink's letter to the CEOs of 

2018. In it, it is possible to see what are the Pros that a correct writing and implementation of corporate 

purpose can bring to a corporation: 

“Without a sense of purpose, no company, either public or private, can achieve its full 

potential. It will ultimately lose the license to operate from key stakeholders. It will succumb 

to short-term pressures to distribute earnings, and, in the process, sacrifice investments in 

employee development, innovation, and capital expenditures that are necessary for long-term 

growth. It will remain exposed to activist campaigns that articulate a clearer goal, even if that 

goal serves only the shortest and narrowest of objectives. And ultimately, that company will 

provide subpar returns to the investors who depend on it to finance their retirement, home 

purchases, or higher education.” 89 

Pros again in the August 2019 Business Roundtable letter, where BRT published a "Statement 

on the purpose of a company". This declaration, signed by 181 members of the Chief Executive 

Officer, expresses a broad and inclusive concept of the corporate purpose: 90 

“While each of our individual companies serves its own corporate purpose, we share a 

fundamental commitment to all of our stakeholders.” 91 

So again Pros in Larry Fink's letter to the 2020 CEOs: 

“The importance of serving stakeholders and embracing purpose is becoming increasingly 

central to the way that companies understand their role in society. A company cannot achieve 

long-term profits without embracing purpose and considering the needs of a broad range of 

stakeholders. A strong sense of purpose and a commitment to stakeholders helps a company 

connect more deeply to its customers and adjust to the changing demands of society. 

Ultimately, purpose is the engine of long-term profitability.” 92 

It is therefore possible to trace a summary of all the Pros. 

There is a significant association between a corporate purpose and its financial performance, 

as these show higher rates of employee and consumer productivity, growth, and retention. A profound 

reflection on their corporate purpose can also generate new innovative and stimulating products and 
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strategies, strengthened relationships with all their stakeholders and sustainable improvements and 

performance. 93 

Corporate purpose also has a positive impact in the eyes of consumers and communities. As 

already mentioned using the words of Kevin Quiring, CEO, Accenture Strategy.  

“Consumers’ voices can change the financial trajectory of companies. They are more than 

buyers – they are active stakeholders who are investing their time and attention and want to 

feel a sense of shared purpose. The winners in this era will not be passive bystanders.” 94 

In essence, the corporate purpose of any business is to make products and provide services for 

the benefit of customers and communities. It should do so by taking care of its employees and the 

environment and improving the well-being of its local communities and the wider society in which it 

operates. If it does it right, profits will come, but profits will come at the end of a long process driven 

by a strong sense of purpose and values, not just shareholder value. 95 

The CVS and Mars Food chains have been driven by positive health values for their consumers 

that have ultimately created long-term value in spite of short-term dividends for their shareholders. 

Positive examples that can create a spirit of emulation for other companies and in particular for their 

managers. These initiatives undoubtedly guide the formulation of the corporate purpose; I expect 

CVS and Mars Food to include attention to the health of their customers in their declaration. A 

realistic and well-written corporate purpose that best represents the company, including its strengths, 

objectives and vision, helps its growth over time and can be appreciated and shared by investors and 

shareholders; a solid corporate purpose establishes a strong relationship between them, also providing 

a sense of direction, which guide shareholders and stakeholders along the same path.  

Studies indicate that purpose-oriented companies are associated with a number of 

performance benefits. Evidence also suggests that companies that demonstrate high goals and clarity 

of purpose among management teams exhibit systematically higher financial performance and value 

creation over the long term. Further studies have found that companies that over-performed on 

revenue growth linked all of their strategies and practices to various dimensions of purpose. A 

research has found that companies recognized on both Fortune's Most Admired Companies list and 

the Forbes' Just 100 list delivered median cumulative total shareholder return that was 41.5% higher 

than the median of the S&P 500 index. 96 
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2. Against Corporate Purpose 

Now a summary of all the Cons: on August 2019 Business Roundtable statement on corporate 

purpose, Michael W. Peregrine, a partner at the law firm of McDermott Will & Emery stated: 

 “First, the Statement is not law. Second, the Statement provides no detail on how the 

Roundtable would expect corporations and their boards to implement its suggestions. Third, 

the Statement does not acknowledge the possibility that many corporations are already 

engaged with some or all of these suggestions. Fourth, the Statement creates substantial 

uncertainty about the standards to which directors would be held in implementing its 

elements.” 97 

The Professor in other words does not see major changes on the status quo. 

Corporate purpose “statements provide neither direction nor legal cover to corporate 

decisionmakers, particularly if purpose is understood as constraining the pursuit of shareholder value. 

Similarly, the structural framework of the corporation renders purpose statements, standing alone, 

impotent as a tool for enlisting corporations in broad-based social change.” 98 

We have said that the extent to which existing law imposes shareholder primacy is strongly 

contested. Regardless of the virtuous debate on corporate purpose, on the advantages to be guaranteed 

to all stakeholders and communities in general, the broad emphasis given to ESG issues, companies 

currently have the power to consider the interests of shareholders only, regardless of their articulated 

purpose. The strongest legal authority that corporate managers are legally obliged to focus solely on 

maximizing shareholder profits comes from Delaware, which dominates the corporate law landscape. 

99 

3. More Pros or more Cons? 

So in the end, more Pros or more Cons? To answer the question, it is sufficient to compare the 

relative arguments. Certainly, the Pros clearly outweigh the Cons. In the end, I believe the difference 

lies in the seriousness of the companies in general and of the board of directors in particular in 

proposing and pursuing their own corporate purpose, in the honesty and trust they place in it. The 

corporate purpose is a declaration of intent, a voluntary statement on sensitive and vital issues for the 

survival of the planet. There is no time to joke about such matters. The result of all efforts will be 

judged by the markets. Creating a stable and lasting relationship with customers and the surrounding 

community today is essential to bring profits. If the debate on corporate purpose with an ESG 

approach had been promoted with the sole aim of removing the specter of federal legislation, it would 
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be serious. If this framework were ever to be clarified, federal legislation that would impose stringent 

and mandatory requirements, not leaving them to a voluntary choice by companies, would become 

necessary. 

 

VII. THE RELEVANCE OF CORPORATE PURPOSE 

A. Survey of Investors on Corporate Purpose  

Alex Edmans, Professor at London Business School and author of “Grow the Pie: How Great 

Companies Deliver Both Purpose and Profit”, highlights in the Forward to the Survey that there is 

increasing evidence that there is a business case for purpose and that it is in investor’s interest to hold 

companies accountable for purpose, rather than viewing it as an unnecessary distraction. Indeed, 

Professor Edmans argues that while business reformers have argued that purpose can only become a 

reality if shareholder primacy is challenged, investors are not the enemy but partners in the 

repurposing of business. Professor Edmans points to the rigorous evidence that shareholder 

engagement does not simply change the division of the pie, extracting profit at the expense of society, 

but instead grows the pie, making companies more productive and innovative, benefiting both 

shareholders and stakeholders alike. Investors agree as more than three quarters of them are already 

expecting companies to have defined their purpose and roughly, all of them think it is a necessary 

foundation to set a long-term business that creates value and strengthens corporate culture. An 

overwhelming 93% of respondents identify the board as responsible for defining the company’s 

purpose compared to just 55% that identify the senior management team (including the CEO) as 

having this responsibility; however, investors identified the management team and the board as 

equally responsible for implementation. In their engagements with shareholders, board members will 

need to be able to explain what their corporate purpose is and what was the process to define it, or 

why they do not believe the concept to be relevant or useful. 100 
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The corporate purpose must be well defined and well promulgated within the company so that 

everyone feels on the same team with shared goals. 101 

B. Why Corporate Purpose Will Always Matter  

Notwithstanding the desire of certain commentators to end the debate and pronounce a victor, 

the subject of corporate purpose will (and should) endure as a topic of ongoing importance.  The 

COVID-19 pandemic certainly spotlighted the issue as self-sacrificing workers continued to provide 

vital goods and services to customers – but did not do so only to make shareholders more money.  

Unlike what we hope will happen to the pandemic itself, the corporate purpose issue has never gone 

away. 102 

Corporate purpose will always be important and in the future, it will be more and more 

important. Customers will be increasingly attentive not only to products but also to personnel 

management and the company's moral behavior. All this will determine success or failure. During the 

2020-2021 pandemic crisis, many companies wanted to speculate on the cost of masks, thus forcing 

many governments to set a maximum price. If any company had focused on a controlled price before 

this was established by law, it could have greatly increased its consideration in the eyes of consumers. 

A corporate purpose with 1000 good intentions, not then implemented by concrete actions in favor 

of everyone, can generate profits in the short term but not increase the value of a company. Corporate 

purpose will be increasingly important if subsequent actions are important. 

C. Why Coporate purpose is a priority  

Malcolm Salter, James J. Hill Professor of Business Administration, Emeritus, at Harvard 

Business School and faculty associate at the Edmund J. Safra Center for Ethics at Harvard University 

says: 
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“Purpose spreads discipline and focus throughout the organization. When everyone 

understands what your purpose is, you can be so much more effective.” 103 

Independent researcher Quanhui Liu compares the 20-year share-price performance of 28 

companies recognized for their ethical excellence with a larger universe of publicly traded companies. 

The comparison revealed that highly ethical companies focused on multiple stakeholders—and not 

shareholders alone—delivered shareprice growth that exceeded that of the Standard & Poor’s 500- 

stock index by 100%.1 Reflecting the business community’s growing recognition that the most 

successful, sustainable companies exist for reasons greater than just maximizing returns for 

shareholders, nearly six in 10 survey respondents (58%) say the main reason their company prioritizes 

corporate purpose is “to ensure our business contributes positively to society at large.”  The second 

most frequently cited reason, at 55%, was to increase employee engagement, which suggests that 

companies are intentionally prioritizing purpose as a means of attracting a motivated, energized 

workforce. Much further down the list, at 33%, is to make a positive impact on revenue and profits. 

104 
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D. Corporate Purpose Benefits Shareholders Too  

To further study the impact of corporate purpose on company financial performance, market 

valuation and shareholder value creation, these measures have been analyzed in relation to a new 

corporate purpose metric developed by BERA Brand Management, the world's largest brand-equity 

assessment platform. BERA captures over a million consumer perceptions across 4,000+ brands in 

200 different categories to provide a real-time measure of a brand's evolution, prescribe brand actions 

and predict future financial performance. With this data has been tested whether brands with high 

Purpose scores delivered better financial performance and were more highly valued by the market, 

and whether the outperformance of high Purpose brands widened during times of crisis. High Purpose 

brands outperformed on common measures of financial performance, market valuation and 

shareholder value creation. 105 

 

 

According to Professor Colin Peter Mayer, purpose-focused businesses can solve problems 

profitably and sustainably, while improving the lives of both stakeholders and shareholders. This 

approach, when supported by clear metrics, also enables directors to manage 'trade-offs' between 

shareholder and stakeholder interests in a form that purely shareholder-motivated firms fail to do. He 
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proposed an approach where profits are measured so that companies do not benefit from producing 

problems for people or the planet, and pay for remedying any damages they cause. He said: 

“Now is the time for companies to account for potential negative outcomes created by, for 

example, environmental detriments.”106 

It is easy to reflect in Prof. Mayer's perspective, it is not easy to find a compromise within a 

company between the various interests of the shareholders on the one hand and the other those of 

stakeholders. Only if we consider that the interests are not of one or the other but of all, the 

compromise comes out without difficulty. There must be also a broader vision and sharing of ethics 

and values even among different companies. Achievable goals where demacracy is rooted, more 

difficult in countries where the regime dictates the rules.  

 

VIII. THE RISE OF ESG CRITERIA 

Environmental, Social, and Governance (ESG) criteria are a set of standards for a company’s 

operations that socially conscious investors use to screen potential investments.  

 Environmental criteria consider how a company performs as a “steward” of nature.  

 Social criteria examine how it manages relationships with employees, suppliers, 

customers, and the communities where it operates.  

 Governance deals with a company’s leadership, executive pay, audits, internal controls, 

and shareholder rights. 107 

Investors’view on ESG is largely explained in the BlackRock Larry Fink’s 2019 letter and in 

the 2021 letter. He was quick to connect the dots to shareholder return: 

“As wealth shifts and investing preferences change, environmental, social, and governance 

(ESG) issues will be increasingly material to corporate valuations. This is one of the reasons 

why BlackRock devotes considerable resources to improving the data and analytics for 

measuring these factors, integrates them across our entire investment platform, and engages 

with the companies in which we invest on behalf of our clients to better understand your 

approach to them.” 108 

“It’s not just that broad-market ESG indexes are outperforming counterparts. It’s that within 

industries—from automobiles to banks to oil and gas companies—we are seeing another 
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divergence: companies with better ESG profiles are performing better than their peers, 

enjoying a “sustainability premium.” 109 

Larry Fink in many ways embodies several gathering forces in corporate governance. These 

include growing interest in board diversity; environmental, social, and governance (“ESG”) 

investing; and stakeholder- centric visions of the firm. Together, these changes suggest the possibility 

of asea change in the purpose of the corporation. Efforts to incorporate environmental, social, and 

governance (“ESG”) factors into corporate purpose have been building for years. In 2020, however, 

they reached a tipping point. 110 

On ESG, Larry Fink in his 2021 letter, states:  

“Over the past year, we experienced something even more far-reaching—a pandemic that has 

enveloped the entire globe and changed it permanently. It has both exacted a horrific human 

toll and transformed the way we live—the way we work, learn, access medicine, and much 

more. And although the stock market recovery bodes well for growth as the pandemic 

subsides, the current situation remains one of economic devastation, with unemployment 

severely elevated, small businesses shuttering daily, and families around the world struggling 

to pay rent and buy food. Companies have stepped up to support non-profits serving those in 

need. In one of the great triumphs of modern science, multiple vaccines were developed in 

record time. Many companies also responded to calls for racial equity, although much work 

remains to deliver on these commitments. And strikingly, amid all of the disruption of 2020, 

businesses moved forcefully to confront climate risk. I believe that the pandemic has presented 

such an existential crisis—such a stark reminder of our fragility—that it has driven us to 

confront the global threat of climate change more forcefully and to consider how, like the 

pandemic, it will alter our lives. In the past year, people have seen the mounting physical toll 

of climate change in fires, droughts, flooding and hurricanes. They have begun to see the 

direct financial impact as energy companies take billions in climate-related write-downs on 

stranded assets and regulators focus on climate risk in the global financial system. They are 

also increasingly focused on the significant economic opportunity that the transition will 

create, as well as how to execute it in a just and fair manner. No issue ranks higher than 

climate change on our clients’ lists of priorities. They ask us about it nearly every day. 

Questions of racial justice, economic inequality, or community engagement are often classed 

as an “S” issue in ESG conversations. But it is misguided to draw such stark lines between 

these categories. For example, climate change is already having a disproportionate impact 
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on low- income communities around the world—is that an E or an S issue? What matters is 

less the category we place these questions in, but the information we have to understand them 

and how they interact with each other. Improved data and disclosures will help us better 

understand the deep interdependence between environmental and social issues.” 111 

Already the proportion of space dedicated by Larry Fink in the 2021 letter to ESG issues to 

the detriment of that dedicated to the debate on corporate purpose, testifies that the topic of the day, 

not to mention interest, has definitely changed. 

The US SIF Foundation’s Biennial “Trends Report” (2019-2020) provides data on the US 

asset management firms and institutional asset owners using sustainable investment strategies and 

examines the ESG issues they consider in managing their portfolios. From 2018 through the first half 

of 2020, 149 institutional investors and 56 investment managers controlling $1.98 trillion in AUM 

led or co-led shareholder resolutions on ESG issues. 112 

Stakeholderism and ESG. Evidence of increased interest in stakeholderism can also be found 

in ESG funds. In recent years, leading institutional investors have established funds focusing on 

sustainable investing and have advised the public companies of which they are among the largest 

owners that they will be holding them accountable for achieving ESG goals. Until recently a footnote, 

ESG funds have seen major infusions in recent years, with inflows jumping from just under $3 billion 

in 2015 to over $17 billion in 2019 to a record $51.1 billion in 2020. By one measure, total assets 

under management in ESG funds reached $1.7 trillion globally in 2020. In a sign of the sector’s 

growing maturity, corporate finance scholars have aimed in recent years to more rigorously define 

and test the authenticity and value-add of ESG funds. In March 2021, the SEC lent support to the 

movement by proposing to inquire more forcefully into the accuracy of climate change disclosures 

by asset managers. In addition to the symbolism of the BRT statement and growing uptake in benefit 

corporations, the demand for ESG investments suggests support for mechanisms of commitment to a 

broad-minded vision of the corporation. Some of these investors simply believe that sustainability is 

good business while others are willing to sacrifice some returns in exchange for a prosocial mission. 

The latter represents a straightforward divergence from classic shareholder wealth maximization, and 

the former implies a need for sufficiently profound changes that it holds similar implications. 113 

ESG factors: from baby boomers to millennials, the future leadership. Larry Fink, in his letters 

of 2019 and 2021, attributes great importance to future generations who sooner or later will manage 
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the market in general and investment funds in particular also in light of the growing importance of 

ESG factors. 

“Millennials and even younger generations will occupy increasingly senior positions in 

business. In the years to come, the sentiments of new generations will drive not only their 

decisions as employees but also as investors, with the world undergoing the largest transfer 

of wealth in history: $24 trillion from baby boomers to millennials.” 114 

“While issues of race and ethnicity vary greatly across the world, we expect companies in all 

countries to have a talent strategy that allows them to draw on the fullest set of talent 

possible.” 115 

The current level of demand for ESG leadership talent is – in fact - unsurpassed and 

unrelenting. Even firms with long-standing records of accomplishment of successfully integrating 

ESG principles into their organizations are finding it more difficult than ever to stay ahead of dynamic 

and constantly evolving ESG expectations. Companies that have previously resisted establishing a 

formalized ESG policy and framework are finally bowing to pressure from their investors, consumers, 

employees, boards and regulators, and now find themselves scrambling to catch up. As ESG has gone 

from being a functional requirement to a commercial imperative, best-in-class organizations are 

embracing ESG in part because they firmly believe in the financial benefits of incorporating 

sustainability into their corporate and investment strategies. All of these factors have led to an 

avalanche of demand for ESG leadership talent, straining what was already a very thin talent pool. It 

is clear that next-generation ESG leaders will look quite different from earlier archetypes, as the scope 

of the role grows and requires a far more senior and agile executive to be considered as a credible 

“ESG 2.0” leader. 116 

ESG 2.0 leaders have four primary responsibilities: 

1. Create a best-in-class enterprise-wide ESG policy and framework. 

2. Integrate ESG policy across the organization, ensuring a consistency of messaging and 

execution throughout each individual business line/investment strategy. 

3. Serve as the “face of the franchise” both internally and externally, articulating to investors 

how ESG permeates all levels of the organization and is embedded into each business 

line/investment strategy. 
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4. Engage with external partners (portfolio companies, operating partners, supply chain) to 

help them create more sustainable business strategies for their own organizations. 117 

A. Corporate Purpose & ESG 

In the debate on corporate purpose proposed so far, the ESG themes emerged, as they are 

considered mandatory to include in any corporate purpose. I first summarize the main concepts of 

one and the other separately to effectively understand the principles of both, then I analyze them 

together to have a joint view of the two, so as to be able to determine what kind of bond there is 

between them. 

What is a corporate purpose? An organisation’s meaningful and enduring reason to exist that 

aligns with long-term financial performance, provides a clear context for daily decision-making and 

unifies and motivates relevant stakeholders. Purpose is a core and enduring motivation in the 

company, purpose focuses on the ultimate means provided by the emotional capital to serve others 

and achieve long-term wellbeing, it is fundamental motivation for the company that inspires the vision 

and guides the mission and resulting strategy. 118 

The purpose of a company “is to produce profitable solutions to problems of people and 

planet,” while at the same time “not profiting from producing problems for people or planet”—a 

failure in sustainability. Companies that are making investments in sustainability while failing to 

produce profitable solutions to people and planet are also failing in purpose. Companies that are 

profitable while degrading the environment and society are focused on profits, not purpose. 119 

A company's ability to manage environmental, social and governance (ESG) matters 

demonstrates the leadership and good governance that are so essential to sustainable growth, which 

is why these ESG factors are increasingly considered and integrated into investment process. 

Companies must ask themselves: What role do we play in the community? How are we managing 

our impact on the environment? Are we working to create a diverse workforce? Are we adapting to 

technological change? Are we providing the retraining and opportunities that our employees and our 

business will need to adjust to an increasingly automated world? Are we using behavioral finance and 

other tools to prepare workers for retirement, so that they invest in a way that that will help them 

achieve their goals? 120 
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“As active long-term investors we are naturally focused on material ESG factors which can 

impact the performance of the companies in which we invest, and the responsible stewardship 

of our investments.” Artisan states that “As an investment firm, we consider 

sustainability/ESG matters both in our investment activities and in how we execute our 

business model.” 121 

Its website provides an extensive discussion of its ESG Approach, ESG Integration. Itself a 

listed company, it also describes the firm’s own approach to sustainability/ESG. Sustainability is a 

moving target for companies. As the world grapples with climate change, biodiversity loss, resource 

scarcity, inequality in its many forms, the increasing concentration of wealth in a tiny fraction of the 

population, and access to healthy foods and healthcare, the bar is being raised for what companies 

need to do to avoid being regarded as “profiting from producing problems for people or planet.” 122 

Now the overlaps, the arguments for linking corporate purpose in some way with ESG issues. 

Many have noticed a strong overlap between ESG factors and purpose, with many seeing 

purpose as a key way to pursue a sustainable society: the goals that everyone now wants are first a 

sustainable society and then the economy. 123 

To find a convincing and unequivocal link between corporate purpose and ESG issues, the 

words in 2021 Larry Fink letter, come to our rescue: 

“Over the course of 2020, we have seen how purposeful companies, with better 

environmental, social, and governance (ESG) profiles, have outperformed their peers. During 

2020, 81% of a globally-representative selection of sustainable indexes outperformed their 

parent benchmarks. This outperformance was even more pronounced during the first quarter 

downturn, another instance of sustainable funds’ resilience that we have seen in prior 

downturns. And the broader array of sustainable investment options will continue to drive 

investor interest in these funds, as we have seen in 2020.” 124 

Long-term sustainable value creation starts with clarity of corporate purpose. The products 

and services that are the solutions for people and planet will need to change as the world evolves in 

terms of its sustainability concerns about the negative externalities created by these solutions. 
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Addressing these externalities must be done in a way that keeps the solutions profitable. Failure to do 

so will result in sustainability detracting from purpose, rather than supporting it. 125 

Without a doubt corporate purpose and ESG themes are inextricably linked. 

My thinking on corporate purpose and ESG factors is that the two concepts are related but 

slightly different. The purpose is the engine of the company, if this is guided by ethical responsibility 

towards stakeholders and the environment. ESG factors can contribute to the construction and 

strategy of the corporate purpose, sustainability must create value for companies, society and the 

planet. ESG factors have been gaining momentum over the past decade and even more so, pandemic 

during, they are a key element to consider in the future for the company to have a great strategy and 

be profitable over the years. A bridge is created between the themes; the link between corporate 

purpose and ESG factors is among the strongest. 

B. A suspicion: are we still in the shareholder primacy regime? 

After years and years of shareholders' primacy, we experienced first the rise of consensus for 

the corporate purpose, then the rise of consensus for long-term investments driven by ESG factors 

with the consequent apparent drop in interest in the corporation purpose.  

Analysts are convinced that ESG issues will be imperative for future investments and that 

these will have to be long-term. 

“Climate change has become a determining factor in companies' long-term prospects. Over 

the 40 years of my career in finance, we witnessed one a number of financial crises and 

challenges – the inflation spikes of the 1970s and early 1980s, the Asian currency crisis in 

1997, the dot-com bubble, and the global financial crisis. Even when these episodes lasted for 

many years, they were all, in the broad scheme of things, short-term in nature. Climate change 

is different. Even if only part of the expected impacts is realized, this is a much more structural 

long-term crisis. Businesses, investors and governments need to prepare for a significant 

reallocation of capital.” 126 

The debate on the corporate purpose and ESG factors has certainly led to an eclipse of the 

primacy of shareholders; just think of the SEC, which has adopted the regulation that requires all 

listed companies to publish their ESG compliance costs. Nevertheless, without federal obligations, 

some or many corporations continue to exclusively pursue the interest of the shareholders, as per 

Deleware corporate law, with innovations and benefits for other stakeholders that are not always 

relevant. The rapid transition from one theme to another, passing from one priority to another, seems 
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to be done by those who have an interest in maintaining the status quo, for the sole purpose of 

removing any plan from the radical suggestion of federal laws on corporations that would have a 

devastation impact on shareholders primacy. The suspicion is that the emphasis given to the corporate 

purpose and the subsequent passage from the corporate purpose to ESG issues seems to have the sole 

purpose of defusing the dangerousness of the Warren and Sanders legislative proposals. There is no 

counter-proof of this strategy, but it is in fact. 

Thinking badly makes you sin, but sometimes you get it right. 

 

IX. CONCLUSION 

Corporate purpose is a dynamic and complex concept with significant implications for chief 

executives, investors, policy makers and consumers. It has been have demonstrated that an authentic 

corporate purpose experienced through the brand and lived through the strategy, can help create 

shareholder value. Corporate purpose has the potential to create value across stakeholder groups; 

though we do not see the stakeholder value paradigm as a world free of trade-offs. However, it 

requires a clear strategic vision to decide who and what to invest in and why. As a result, corporations 

should continue to demonstrate that they have an authentic purpose, how it was arrived at, how it 

influences the way the business is managed and overseen, and how the company interacts with key 

stakeholder groups. As studies suggest (building on the emerging field of analysis of corporate 

purpose), those corporations that develop and demonstrate a clear corporate purpose are well 

positioned to realize a return on purpose over the long term and through the uncertainty of crises. 127 

The choice of business goals carries enormous stakes for all citizens given the vast economic, 

social, political, environmental, and cultural influence of corporations.  American businesses have 

brought remarkable ingenuity to improving lives in countless ways. Today, the corporate institution 

should be encouraged and permitted to explore other ways to make various groups in society better 

off. 128 

All this outlines that corporate purpose and the related good intentions, downstream of the 

many real or convenience declarations and openings that do not appear to be binding to date, remain 

anyway a voluntary, not obligatory, effort. 

“Let each company, enabled by law not constrained by it, decide for itself where it is going 

and what road it will take.” 129 
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I agree with this approach. I am convinced that the market, the new perception of the 

consumers, communities, workers and suppliers, and not least that of the shareholders themselves, 

will undoubtedly lead to a corporate management behavior that responds to sustainability, to the 

environment and to a better future, for short to all stakeholders.  

Tinkering with the law of “corporate purpose” threatens to disrupt the coherence of the 

corporate form, a form that has been one of the great wealth generating innovations of the last 150 

years. The initiatives of Senators Warren and Sanders, however, constitute a warning that legislative 

solutions could be imposed over time if the issues of sustainability and stakeholder interests are not 

adequately addressed by the private sector. 130 

As discussed above, corporate law provides adequate flexibility for firms to adopt value 

enhancing business strategies and to behave in a politically sustainable way. Legal innovation is likely 

to be neither necessary nor sufficient to address the populist challenge. In any event, firms that wish 

to opt out of the traditional default structure of Delaware corporate law already have numerous 

alternatives. 131 

In this journey to a more responsible capitalism, companies that have defined their purpose 

will have a head start, as they should be better at managing the tradeoffs between their different 

stakeholders. Some shareholders like BlackRock have been quite vocal in their support of the concept 

of corporate purpose but most have remained silent. 132 

Recent events—notably including the pandemic, its disparate impact on various segments of 

society, and the focus on inequality and injustice arising in the wake of the death of George Floyd—

have accelerated the conversation on corporate purpose. The result has been substantial, salutary 

reflection about the role that corporations play in creating and distributing economic prosperity and 

the nexus between value and values. 133 

Jim Stengel, former P&G (Procter & Gamble) global marketing officer said: 

“Purpose activation and shareholder value creation are strongly linked. And this became 

even more dramatic as the 2020 pandemic swept the world. With this data, Purpose is no 

longer a choice. The companies who activate and amplify their purpose—with passion and 
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authenticity—are the ones who will win...the ones who will deliver superior financial results 

and shareholder value.” 134 

A Sea Change? In addition to the challenges discussed here, the evolving governance 

environment brings some good news for companies. First, the emphasis on Environmental Social and 

Governance, sustainability, corporate purpose, culture and stakeholder interests should help to reduce 

reliance on external box-ticking and one-size-fits-all ESG evaluation standards. Second, the 

constraints on shareholder communication in a rules-based disclosure framework will be loosened as 

companies seek to tell their story holistically in sustainability reports and statements of purpose. 

Third, as the BlackRock letters make clear, institutional investors will be subject to the same pressures 

and scrutiny as companies with respect to their integration of ESG factors into investment decisions 

and accountability for supporting climate change and sustainability. Fourth, collaborative 

engagement, rather than confrontation and activism, will play an increasingly important role in 

resolving misunderstandings and disputes between companies and shareholders. 135 

Corporate purpose must remain open-ended so that businesses may, if they choose, advance 

the well-being of persons other than just investors.  Treating stakeholders with dignity should not be 

foreclosed on the ground that it must be linked to enhancing shareholder wealth. As observed by Pope 

John Paul II, a company’s financial accounts may be in good order, yet people within the business 

may be humiliated and have their dignity offended. 136 

“If capitalism is going to survive,” says Beer of the Center for Higher Ambition Leadership, 

“companies are going to have to meet the needs of society, not just shareholders. And they 

can’t do that without a strong corporate purpose.” 137 

I conclude that taking sides in the debate does not appear easy; going against a status quo that 

has generated wealth for the past 150 years appears dangerous. However, in the consideration that 

this wealth has been produced by the hands of many to go into the hands of a few; it can lead to a re-

balancing of things. Rebalancing does not mean a mathematical distribution of profits to all 

stakeholders. However, respect and dignity must be guaranteed to each piece of the puzzle. The match 

can not be won by a single player but by a team as a whole. 

Referencing one former CEO's articulation of the stockholder vs. societal interests’ "debate": 

"That debate reflects a false dichotomy by suggesting that corporations must choose between 
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the two, as Ralph S. Larsen, when CEO of Johnson & Johnson, emphasized in terming this 

the "tyranny of the 'or'." When asked whether he serves shareholder interests or societal 

interests, he answered with a simple 'yes'," Gregory observes: "CEOs understand that a 

company doesn’t succeed and deliver strong shareholder returns for long if it doesn’t provide 

goods and services of value to society while satisfying the fair expectations of a broad range 

of key stakeholders." 138 

In the midst of exceptional circumstances, such as COVID-19 Pandemic, I conclude that 

companies must have a more ethical approach, moving towards the common benefit at the expense 

of the profits of a few. If companies run their business without sharing this approach, getting 

advantage of emergencies to make money, legislative tools should be considered to guide them on 

the right path.  

The “passage” from the Accountable Capitalism Act to the corporate purpose debate and the 

subsequent “passage” from the corporate purpose debate to ESG issues seem to defuse the 

dangerousness of the proposals of Senators Warren and Sanders, providing solutions apparently 

responding to the issues of the environment, society and corporate governance, without mandatory 

federal constraints. Intriguing solutions that could, however, outline a strategy to avoid following 

disruptive obligations deriving from a federal charter, while declaring in any case to respect these 

obligations by initiative. I don't want to think that all this is true, I want to think that the debate on the 

corporate purpose, or on ESG issues, on sustainability and so on, truly responds to a sincere evolution 

and a solid step forward, and that it really leads to going out once for all of cynical logic of the 

primacy of shareholders. 
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